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their nature and the small amounts in-
volved, they are not being claimed for
reimbursement, since the additional
overhead costs required for separate
project coding and effective internal
controls are not cost beneficial in rela-
tion to separate project reimbursable
amounts.

(4) The items of costs must be di-
rectly attributable to and properly al-
locable to the projects to which they
are distributed. They must not lose
their identity, i.e., type, amount, pur-
pose for which incurred, whether feder-
ally participating, input source, etc.

(b) The use of separate cost accumu-
lation centers for comparably related
types of costs is a prerequisite to the
use of percentages, or other acceptable
distribution methods, for cost distribu-
tion to benefitting projects or other ac-
tivities. The accounting procedures and
methods of distribution used must have
prior concurrence of the Federal High-
way Administration, be representative
of average actual costs, and must as-
sure that (1) costs are uniformly and
equitably distributed to all projects
and activities for which work was per-
formed during the accounting period ir-
respective of source of funds, (2) provi-
sions are established for an adequate
segregation of costs and separate dis-
tribution methods for similarly related
types of costs, (3) actual costs and li-
abilities are fully accounted for and
controlled, and (4) that reviews are
made periodically, and the rates or
other distribution methods are ad-
justed at least once annually by any
over or under-distributed accumulated
costs from the cost accumulation cen-
ter for the preceding accounting pe-
riod.

(c) Percentages representative of av-
erage actual costs may be used to dis-
tribute leave, social security, and other
payroll benefits. Such rates are based
on prior cost experience adjusted by
anticipated known factors which will
affect overall costs during the current
year, i.e., scheduled salary increases,
changes anticipated in insurance pre-
miums, etc.

Subpart H—State Highway
Agency Audit Expense

SOURCE: 49 FR 45578, Nov. 19, 1984, unless
otherwise noted.

§ 140.801 Purpose.

To establish the reimbursement cri-
teria for Federal participation in
project related audit expenses.

§ 140.803 Policy.

Project related audits performed in
accordance with generally accepted au-
diting standards (as modified by the
Comptroller General of the United
States) and applicable Federal laws
and regulations are eligible for Federal
participation. The State highway agen-
cy (SHA) may use other State, local
public agency, and Federal audit orga-
nizations as well as licensed or cer-
tified public accounting firms to aug-
ment its audit force.

§ 140.805 Definitions.

(a) Project related audits. Audits which
directly benefit Federal-aid highway
projects. Audits performed in accord-
ance with the requirements of 23 CFR
part 12, audits of third party contract
costs, and other audits providing assur-
ance that a recipient has complied with
FHWA regulations are all considered
project related audits. Audits bene-
fiting only nonfederal projects, those
performed for SHA management use
only, or those serving similar non-
federal purposes are not considered
project related.

(b) Third party contract costs. Project
related costs incurred by railroads,
utilities, consultants, governmental in-
strumentalities, universities, nonprofit
organizations, construction contrac-
tors (force account work), and organi-
zations engaged in right-of-way stud-
ies, planning, research, or related ac-
tivities where the terms of a proposal
or contract (including lump sum) ne-
cessitate an audit. Construction con-
tracts (except force account work) are
not included in this group.
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